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DEFENSE, DEPARTMENT OF
Limiting the Defense Department's use of unsolicited proposals and sole source
awards for management support services should be considered by the Congress,
according to a recent GAO report, "Controls Over DOD's Management Support Ser­
vice Contracts Need Strengthening." The basic problem is that DOD’s reliance on 
outsiders to perform defense management functions weakens its ability to perform 
in-house work essential to fulfillment of its defense mission. This situation 
arises partly as a result of existing personnel ceiling constraints. The findings 
presented in the report are based on GAO’s review of 256 randomly selected 
service contracts valued at about $175.4 million awarded in FY '79. Additional 
potential problem areas identified by GAO include: reliance on unsolicited 
proposals; DOD officials receiving contracts to perform work they did while em­
ployed for the Government; excessive use of sole-service awards; and untimely 
delivery of results. GAO recommends that management controls outlined in CMB 
Circular A-120 be extended to other categories of management support services; 
that DOD establish an independent review board; and, that it identify contractors 
functions which are governmental and management support services which are not 
governmental and need to be continued. For each of these services, an assess­
ment should be made of current in-house capability, the possibility of requiring 
that capability, and the costs involved in performing the in-house work as 
opposed to contractor support. Copies of the report may be obtained by contacting 
the GAO at 202/275-6241 and requesting Document MASAD-81-19.
FEDERAL RESERVE BOARD
A proposal to clarify the rules for NOW accounts at member banks was the subject of 
a recent proposed interpretation from the Board (see the 4/20/81 Fed. Reg., pp. 
22600-02). The proposal would clarify the rules concerning the class of depos­
itors eligible to maintain NOW accounts. Presently under Regulation Q, NOW 
accounts are available only to individuals and organizations operated primarily 
for religious, philanthropic, charitable, educational, fraternal or similar 
purposes and not operated for profit. The Board proposes to clarify the rules, 
but w ould still prohibit all businesses operated for profit from holding NOW 
accounts. Comments are requested by 6/15/81. For additional information con­
tact Gilbert Schwartz at 202/452-3625.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
The final Audit Guide for Audits of GNMA Approved Issuers of Mortgage-Backed
Securities for Use by Independent Public Accountants, provided by the Depart­
ment of Housing and Urban Development, has been published in the 4/24/81 Fed. 
Reg., pp. 23396-04. According to the notice, the guidelines were developed 
to ensure that audits performed by Independent Public Accountants (IPAs) are 
sufficiently comprehensive to protect the Government's interest as guarantor. 
Item 4, Audit Authorization, on page 23398 of the notice, defines an Independent 
Public Accountant as "a Certified Public Accountant or an independent licensed 
public accountant, licensed on or before December 31,1970, who is certified 
or licensed by a regulatory authority of a State or other political subdivi­
sion of the United States___" This Audit Guide is effective for all audits
of GNMA approved issuers with fiscal years ending on or after 9/30/81. For 
additional information contact Joseph Sickon at 202/755-6342.
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JUSTICE, DEPARTMENT OF
All DQJ audit functionsz including external audits of grantees and law enforcement 
assistance contractors will be assigned to the Justice Management Division effec­
tive 4/19/81, under a final rule recently released by the Office of the Attorney 
General (see the 4/17/81 Fed. Reg., pp. 22361-2). The action was taken to "per­
mit the centralization, in the Internal Audit Staff of the Justice Management 
Division, of all audit functions of the Department." For additional information 
contact Glen Pommerening at 703/756-6121.
NATIONAL CREDIT UNION ADMINISTRATION
Public comments on two recent DIDC proposals to eliminate share certificate dividend
rate ceilings have been requested by the Administration (see the 4/21/81 Fed.
Reg (PP. 23762-63). The proposals include: 1) a removal of the maximum 12% 
dividend rate ceiling on share certificates; and, 2) an establishment of a 
schedule for which rate ceilings on share certificates would be gradually 
deregulated. The schedule would begin with longer maturities, and w ould dere­
gulate ceilings either by eliminating such ceilings or by indexing dividend 
rate ceilings to a market rate. Comments are requested by 5/15/81. For addi­
tional information contact Randall Miller at 202/357-1091.
SECURITIES AND EXCHANGE COMMISSION
Going private transactions under Rule 13e-3 were the subjects of a recent inter­
pretive release reflecting the views of the Division of Corporation Finance on 
various questions regarding the rule (see the 4/20/81 Fed. Reg., pp. 22571-80). 
The Rule prohibits fraudulent, deceptive or manipulative acts or practices 
and prescribes filing disclosure and dissemination requirements in connection 
with going private transactions. The release deals specifically with the de­
finition of a "Rule 13e-3 transaction" requiring three essential elements:
1) an issuer or an affiliate of an issuer, 2) engaging in one or more of cer­
tain specified transactions, 3) having a purpose or reasonable likelihood of 
resulting in one or more specified effects. The release further deals with 
persons subject to the Rule, exceptions to the Rule and Schedule 13E-3. The 
release deals with each subject area in a question and answer format attempting 
to present most common situations arising in this area. For additional informa­
tion contact Joseph Connolly at 202/272-3097.
Amendments to Rule 13e-3 and Schedule 13E-3 were recently proposed to 
codify certain staff positions and provide several technical revisions including 
an amendment to Item 17(d) of Schedule 13E-3 to correct an inaccurate reference 
(see the 4/20/81 Fed. Reg., pp. 22603-09). For additional information contact 
Joseph Connolly at 202/272-3097.
An independent accountant's independence will not be deemed to have been impaired
if a foreign office or associated firm performs limited bookkeeping services
for a foreign division, subsidiary or investee of a domestic client, according 
to an interpretive release from the Commission (see the 4/20/81 Fed. Reg., pp. 
22569-71). The interpretative accounting services release (ASR291) deals parti­
cularly with Rule 2-01 of Regulation S-X, regarding the independence of accountants 
in light of Staff Accounting Bulletin No. 39, issued 10/6/80, which indicated that 
an accountant’s independence was impaired when certain services were provided 
to a foreign office of a domestic client. The current release ASR291, effective 
4/10/81, causes SAB No. 39 to be no longer pertinent. For additional information 
contact Rita Gunter at 202/272-2133.
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SPECIAL: SENATE BILL WOULD MODIFY CERTAIN W-2 FILING REQUIREMENTS
Employees who terminate their employment during the year will have to ask for their
W-2's or wait until the end of the year, according to the provisions of S. 978,
a bill introduced on 4/9/81, by Senator John Danforth (R-MO), Chairman, Federal 
Expenditures, Research and Rules Subcommittee, Committee on Governmental Affairs. 
This bill would eliminate the current requirement for employers to provide W-2's 
to employees at the time they terminate their employment, unless specifically 
asked to do so by the employee. If such a request is made, departing employees 
will be provided with the forms within 30 days of their termination. Absent 
this request, employees terminating during the year will have to wait until year- 
end. This bill, according to Sen. Danforth, will save the Government approximately 
$300 million a year by eliminating the need to provide duplicate forms to those 
employees receiving W-2's during the year and then losing them. This bill is 
similar to H.R. 2929, but does not require the employer to give written notice 
to employees about the availability of W-2 ’ s at the time of termination during 
the year.
SPECIAL: PRESIDENT PROMISES CONFIDENTIALITY TO THOSE REPORTING WASTE, FRAUD AND 
ABUSE
Federal employees and private citizens who wish to report incidents of illegal
or wasteful activities in the government will be given protection against re­
prisals and guaranteed confidentiality, according to a recent statement by 
Edwin L. Harper, the Director of the newly-formed President’s Council on Inte­
grity and Efficiency. This follows a recent statement by President Reagan on 
waste, fraud and abuse in the Federal Government which indicated that 45% of 
the Federal employees responding to a survey said that in the past 12 months 
they had observed or had evidence of waste or illegality; 17% had personal 
knowledge of Federal property being stolen; and 11% had personal knowledge of 
ineligible recipients getting funds, goods or services. A partial list of num­
bers, described as "the whistleblower hotline" are as follows: General Ac­
counting Office,800/424-5454; Department of Justice,202/633-3365; General Ser­
vices Administration,800/424-5210; and, the Small Business Administration,202/ 
653-7557.
For additional information, please contact Gina Rosasco, 
Jim Kovakas, Nick Nichols or Kathee Baker 
at 202/872-8190.
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